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Newcomers:
A Plus for Montana?
by Paul E. Polzin

S

ometimes, it feels as if we’
ve been inundated with
newcomers. N ew faces are everywhere —at the

gas station, in the checkout line at the grocery, in our
neighborhoods. Real estate agents talk about the Californians
who are buying the new, big houses. A nd it’
s not just people.
Just look at all the new businesses and shopping centers.
Newly released data from the U.S. Census Bureau
quantifies the mobility o f Montanans, and it helps us
understand the impact o f newcomers on Montana’
s economy.
A ccording to the Census, there were 902,195 people in
Montana during 2000 (Table 1). O f that total, more than 40
percent - or 386,483 people - changed houses between 1995
and 2000. These data exclude anyone b o m between 1995
and 2000, so the sum o f the movers and non-movers is less
than the total population.
Looking more closely at those m oving from on e house
to another, we see that slighdy more than half, or 195,434
persons, m oved from one county in Montana to another.
Almost 30 percent, or 111,530, cam e from a different state.

2

Montana Business Quarterly/Spring 2003

Between 1995 and 2000, about 111,530 people m oved
into the state, and approximately 104,600 m oved out (Table
2). S o the net in-migration into Montana between 1995 and
2000 was 6,900 people. In other words, despite large inflows
and outflows o f people, the net change in population caused
by migration was relatively small.

Mobility Patterns
Several patterns are apparent in Montana’
s mobility data.
Overall, mobility tends to be higher in the urban and
western counties and lower in the rural and eastern counties.
From 1995-2000, at least 40 percent o f the population in the
state’
s major urban counties —with the exception o f Silver
Bow County - were classified as movers. T h e more rural
areas o f Richland and Custer counties showed lower but
significant mobility, with 33-39 percent o f the population
m oving during these five years (Table 1). Even the very
small and very rural M ontana counties reported significant
mobility. For example, Prairie County had a population o f

NEWCOMERS

Table 1
Mobility off the Population, 1995 to 2000
C a sca d e C ou n ty
--- (G reat Falls)—
P ercen t
N o. o f
P erson s 2000 Pop.

F lathead C ou n ty
— ( K a lisp ell)--N o. o f
P ercen t
P erson s 2000 Pop.

G alla tin C ou n ty Lew is & C l irk C ou n ty
— (B ozem an)—
------ (H elen a )-----P ercen t
P ercen t
N o. o f
N o. o f
P erson s 2000 Pop. P erson s 2000 Pop.

2000 Population

80,357

100%

74,471

100%

67,831

100%

55,716

Same H ouse in 1995

39,585

49%

36,701

49%

26,050

38%

27,768

50%

Different H ouse in U.S.

34,087

42%

32,789

44%

36,941

24,039

43%

18,371
15,716

23%

17,442

23%

15,556

54%
23%

11,828

21%

20%

20%

21,385

32%

12,211

22%

5,653

7%

15,347
4,255

6%

8,428

12%

5,421

10%

10,063

13%

11,092

15%

12,957

19%

6,790

12%

1,330

2%

547

1%

914

1%

398

1%

Same County
Different County
Same State
Different State
Elsewhere in 1995

M issou la C ou n ty

R avalli C ou n ty

— ( M issou la ) ---

— (H am ilton )—

N o. o f
P ercen t
P erson s 2000 Pop.

N o. o f P ercen t
P erson s 2000 Pop.

S ilv er B ow C ou n ty
---- (Butte) ---N o. o f
P ercen t
P erson s 2000 Pop.

100%

Y ellow ston e C ou n ty
(B illin gs)----N o. o f
P ercen t
P erson s 2000 Pop.

2000 Population

95,802

100%

36,070

100%

34,606

100%

129,352

100%

Same H ouse in 1995

41,105

43%

16,348

45%

56%

63,217

49%

Different H ouse in U.S.

48,495

51%

17,441

48%

19,274
13,249

38%

56,950

Same County

23,047

24%

7,152

20%

21%

33,285

44%
26%

Different County

25,448

10,289

29%

18%

9,772

3,340

9%

2,872

17%
8%

23,665

Same State

27%
10%

7,344
5,905

15,676

16%

6,949

19%

3,033

9%

10,423
13,242

10%

865

1%

211

1%

149

745

1%

Different State
Elsewhere in 1995

R ich la n d C ou n ty
---- (Sidney)—
P ercen t
N o. o f
P erson s 2000 Pop.

llllpll

8%

C u ste r C ou n ty
r':—- (M iles C ity)—
N o. o f
P ercen t
P erson s 2000 Pop.

---- M on tan a —
N o. o f
P erson s

— U n ited S ta tesl!—p i

P ercen t T h ou s. o f P ercen t
2000 P op
P erson s 2000 Pop.

2000 Population

9,667

100%

11,696

100%

902,195

100%

281,422

100%

Same H ouse in 1995

5,844
3,192

60%

6,351

453,995

50%

142,027

50%

33%

4,611

54%
39%

386,483

43%

112,852

40%

Same County

1,848

19%

2,486

21%

191,049

21%

65,435

23%

Different County

1,344
680

14%

18%
9%

195,434

22%

47,417

17%

7%

2,125
1,093

9%

25,328

9%

664

7%

1,032

9%

83,904
111,530

12%

22,089

8%

6,884

1%

7,496

3%

Different H ouse in U.S.

Same State
Different State
Elsewhere in 1995

27

43

iljljj

Source: U.S. Bureau o f the Census, 2000 Census o f the Population.

1,200 in 2000, and 31 percent o f the population were movers
(19 percent m oved from a different county, 10 percent from a
different state, and 2 percent from abroad).
Another pattern that emerges is that certain types o f
counties reported very high mobility. For example, Missoula
and Bozeman are home to the state’
s two major universities,
and students are part o f the population. Both Missoula and

Gallatin Counties reported high levels o f overall mobility
(Table 2).
H ow does Montana compare to other states? In general,
mobility is higher in western states than in eastern states.
T h e Mountain Region, which encompasses Montana, had
the highest overall rate o f mobility. Montana is average when
compared to neighboring states in the Mountain Region.
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Table 2
In-Migration, Out-Migration, and
Net-Migration, Montana and
Selected Counties, 1995 to 2000
E stim a ted

E stim a ted

In -M igran ts O u t-M igran ts
Montana, Total
Cascade County
Flathead County
Gallatin County
Lewis and Clark County
Missoula County
Ravalli County
Silver Bow County
Yellowstone County
Richland County
Custer County

111,530
15,710
15,347
21,385
12,211
25,448
10,289
5,905
23,665
1,344
2,125

N e t M igra tion

104,600
19,300
f 2,800
17,700
11,300
23,600
6,800
6,300
22,900
1,500
2,400

6,900
-3,600
2,500
3,700
900
1,800
3,300
-400
800
-200
-300

Source: U.S. Bureau o f the Census and Bureau o f Business and
Econom ic Research, The University o f Montana-Missoula.

In-Migrants are Different
than Out-Migrants

Newcom ers are obviously not the whole story. Population
would mushroom if we had inflows o f 20 percent over five
years. People are also leaving the state.
This leads to the obvious question: H ow can in-migration
and out-migration have sizable impacts if they just about
balance each other out? Perhaps the people m oving in have
different characteristics from those m oving out. T h en we
could have sizable impacts because o f the changing com posi
tion o f the population. There is a growing body o f data
suggesting that is exactly what’
s happening.

Table 3
General Election Voting,
Various Montana Counties,
1996 and 2000
------- IS >96-------

Bureau researchers have found several important differ
ences between people m oving out o f M ontana and people
m oving into the state. People m oving out tend to be younger,
while those m oving in tend to be older. W e don’
t know much
yet about the political orientation o f people leaving M on
tana, but it would be logical to assume they were moderate as
a group. A nd based on the voting patterns for young people,
they are usually not very politically active. W e’
ve found that
those m oving to Montana tend to be politically conservative.
Last fall’
s USA Today article titled “
H ow the Mountain
West Was W on By the G O P ”supported the Bureau’
s findings
and incorporated them into the story. A ccordin g to USA
Today, it was the inflow o f conservative surburbanites in the
early 1990s, many from southern California, which led to the
conservative trends throughout the Intermountain West.
T h e USA Today article was reprinted in the W inter 2002
Montana Business Quarterly.
T h e political impacts can definitely be seen in Montana
counties. For example, traditional D em ocratic strongholds
such as Lincoln, Flathead, and Ravalli counties are now
staunchly Republican (Table 3).
Finally, those m oving into the state tend to be wealthier
than those m oving out. W e don’
t yet have a lot o f details on
this aspect. T h e fact that the in-migrants are older could
mean they are further along in their career and may have
higher incomes.
T hese older, m ore politically conservative and wealthier
in-migrants are having a significant impact on Montana
communities.
N ew com er effects are also seen in grade-school enroll
ments. Grade-school enrollments are dropping across the
state, even in som e o f our fast-growing cities with net inmigration (Table 4). T h e primary factor affecting school
enrollments is the lower birth rate. But the trend is made
even worse by the fact that the in-migrants tend to be older
and may n o longer have children in elementary school.
Ravalli County, the fastest-growing county in the state,

Table 4
Population and Enrollment Levels,
Various Montana Counties,
1995-2001
-------20 0 0 ------

1995-2001

1995-2001

E lem en tary

P opu lation

E n rollm en t

In crea se

D o le

C lin to n

B u sh

G o re

Lincoln County

44%

33%

70%

20%

Lewis & Clark County

-12.1%

5.2%

Flathead County

50%

31%

65%

24%

Missoula County

-10.5%

6.5%

Ravalli County

50%

31%

65%

25%

Ravalli County

-6.5%

16.5%

Yellowstone County

-4.5%

4.0%

Source: U.S. Bureau o f the Census.

Source: Montana Department o f Public Instruction.
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reported a decline in elementary enrollment between 1995
and 2001.
T h e out-migration o f younger persons and the in-migration o f wealthier, older persons might explain an apparent
contradiction. Specifically, when we look at the new houses,
a disproportionate number are big upscale houses. This is
true even in stable rural areas or in areas with declining
populations. As we saw earlier, there is sizable in-migration
into these rural and declining areas. Therefore, if the in
migrants tend to have more incom e and wealth, they could
afford the upscale houses that are being built even in
declining areas.
But the underlying point is this: W hen looking for the
impact o f newcomers, don’
t think in terms o f net migration.
Rather, think in terms o f replacement. T h e people m oving
out are different than the people m oving in, and this fact
changes the com position o f the population.
W here are in-migrants com ing from and where are outmigrants going? T h e states o f Washington, California,
Colorado, Oregon, and Idaho are Montana’
s leading sources
o f in-migrants, as well as the major destination o f outmigrants (Table 5). Two factors account for m ost o f the
migration: distance and population. T h e larger the popula
tion o f the state, the greater will be the flow o f people (in
both directions) between that state and Montana. Similarly,
the smaller the distance, the greater will be the flow o f people
between that state and Montana. T hese factors explain why
California, which is relatively distant but has 30 million
people, ranks second as both a source and destination for
Montanans. It also accounts for Idaho, which is close in
terms o f distance but small in terms o f people, ranking in the
top five.

New Businesses

Just as with people, m ost attention is showered on the new
firms, and on those just opening for business. M uch less
attention is given to those who close their doors. Montana’
s
migration patterns help explain why som e businesses have a
difficult time hiring and retaining a qualified workforce. The
turnover in the state’
s population is reflected in employee
turnover rates. T h e result is higher recruiting and training
costs and, in som e cases, a labor shortage that restricts
output.
During 1998, approximately 5,100 firms opened or
changed ownership in Montana, representing roughly 14
percent o f all firms in the state (Table 6). A bout 4,500 firms
closed. There were new firms in all industries. A s yet, there is
very little data on these new or closing firms. W e hope
government agencies will com pile more information. □

Table 5
Persons Moving Into and Out off Montana
By Destination and Origin, 2001

Montana, A ll States and Abroad
W ashington
California
Colorado
Oregon
Idaho
Arizona
Wyoming
Texas
Utah
North Dakota
South Dakota
All O ther States and Abroad

P erson s

P erson s

L eav in g

A rriv in g

34,700

33,800

4,400
2,900
2,300
2,100
2,400
1,600
1,600
1,500
1,100
1,100
600
13,100

3,900
3,700
2,100
1,600
2,000
1,300
1,600
1,400
1,200
1,000
700
13,300

Note: Includes only those identified on federal incom e tax forms.
Source: U.S. Internal Revenue Service.

Table 6
Existing, New, and Closed Firms By Industry
Montana, 1998
.. r.
— New rirms —

Agriculture, Forestry
Mining
Contract Construction
Manufacturing
Trans., Comm., Public Utilities
W holesale and Retail Trade
Finance, Insurance, Real Estate
Services
Government
N ot Classified
TOTAL

E x istin g

C lo se d

F irm s

F irm s

915
354
4,179
1,560
1,804
9,945
2,716
11,788
2,235
101
35,597

105
44
782
188
223
1,302
249
1,388
36
146
4,463

N o.
134
41
822
191
264
1,202
294
1,991
6
160
5,105

P ercen t o f
E x istin g
14.6%
11.6%
19.7%
12.2%
14.6%
12.1%
10.8%
16.9%
0.3%
158.4%
14.3%

Note: New firms include those changing ownership.
Source: Montana Department o f Labor and Industry.

Paul E. Polzin is the director o f the Bureau o f Business and
Economic Research, The University o f Montana^Missoula
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Will There be a “
Double Dip?”
The U.S. Outlook
by Paul E. Polzin

T

alternating with m uch slower growth in the secon d quarter
he great trends in history are obvious - except when
o f 2002. Employment growth has been particularly weak.
you are living through them. W ith the help o f
experience, we can now look back at som e o f the tumultuous
Since then, the econ om ic news has gotten worse.
Consum er sentiment has deteriorated as a result o f financial
events o f the last few years.
scandals, the war with Iraq, continued lethargy in business
First o f all, we have a better picture o f the recession o f
investment, and a decline in exports as recession spreads to
2001. A s it turns out, the 2001 recession was n ot at all
unusual.
Every business cycle is slightly different, and there is never
just one cause o f a recession. It now appears that the 2001
recession was a very traditional business cycle, where overinvestment in high-tech manufacturing, dot-coms, and
com m unications led to significant declines and retrench
ments in these industries (also known as the bursting o f the
high-tech dot-com bubble). T h e tragic events o f Sept. 11
broadened the impact to the financial services industry,
airlines, and other travel-related activities.
T h e recession was relatively short and mild by historic
standards. T h e recovery has also been weak and erratic, with
strong growth in the first and third quarters o f 2002

Europe and the rest o f the world.
S o where are we now? T h e U.S. econom y is clearly in a
precarious position. T h e baseline forecast is for slightly
faster growth in 2003, but nowhere near the 4 percent we
experienced in the late 1990s. T here is a possibility o f a
“
double dip,”another recession following quickly on the
heels o f the on e in 2001. Global Insight, the national
econ om ic forecasting firm used by the state o f Montana,
believes there is a 30 percent chance o f such an event
pictured in Figure 1. T h e “
double-dip”scenario envisions
continued slow growth in the first quarter o f 2003, an actual
G D P decline in the secon d quarter, and then recovery by
the end o f the year.

Figure 1
Actual and Projected GDP Growth
Baseline and “Double Dip”Scenarios
United States

Source: Global Insight.
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Table 1
Economic Trends for the U.S. Economy, 1998-2006
Actual and Projected as off December 2002
P ro je cte d

----- A c tu a l----

2006

4.5
2.5

3.7
2.4

3.4
2.2

1.7
6.5

3.1
7.2

3.9
7.5

4.6
7.7

1.58
5.9

1.67
5.3

1.70
5.0

1.69
5.1

2002

2003

3.8
3.4

0.3
2.8

2.4
1.6

2.9
2.3

4.6
7.4

5.8
8.1

3.4
7.0

1.6
6.6

1.65
4.2

1.57
4.0

1.60
4.8

1.68
5.8

1999

Real GDP (chained $), percent change
Inflation (CPI-U), percent change

4.3
1.5

4.1
2.2

Interest Rates
90-day T-bills, percent
Mortgage rates (30 years), percent

4.8
6.9
1.62
4.5

Housing starts, millions
Unemployment rate, percent

2005

2001

1998

2000

2004

Source: Global Insight.

Economic Policy

It is in this context the President Bush released his
econom ic package in early January. T h e federal government
has two important tools to regulate the economy: monetary
policy and fiscal policy. Monetary policy is the purview o f the
Federal Reserve, and it is concerned with interest rates and
financial conditions. Fiscal policy refers to the taxing and
spending o f the federal government.
Monetary policy has been pretty much stretched to the
limit. We already have the lowest interest rates in a genera
tion, and further lowering may not have much impact.
That leaves fiscal policy. T here have already been sizable
increases in federal government spending, primarily related to
homeland security and the military. S o that leaves taxes as
the one econom ic policy lever that the president has left.
Even if Congress approved President George Bush’
s whole
package right now, the impact o f the tax cuts wouldn’
t occur
until late 2003 or even 2004. A s shown in Figure 1, even
under the “
double-dip”scenario, the econom y would already
be recovering.
T he U.S. econom y has grown slowly for the past three
years, and excess capacity has been building. S o even though
the stimulus will not appear for a while, these tax cuts will
boost the economy. It will lead to a forecasted growth rate o f
about 4.5 percent in 2004.
W hile the exclusion o f corporate dividends received the
most attention, other com ponents o f the president’
s eco
nom ic plan include:
•accelerate the tax cuts that were part o f Bush’
s 2001
tax-cut package,
•accelerate marriage penalty relief,
•accelerate child credit increase - $1,000 per child,

•increase small business expense limit,
•adjust the alternative minimum tax, and
•establish personal re-employment accounts.
President Bush was n ot the only one to prepare an
econom ic stimulus plan. A number o f senators have released
their own proposals. Sen. Tom Daschle’
s (D-South Dakota)
econom ic plan includes:
•an across-the-board $300 tax rebate,
•aid to small businesses to help with health insurance
costs,
•extension o f unemployment benefits, and
•aid to state government.
Sen. Max Baucus’
s (D-Mont.) plan includes:
•a tax exemption for the first $3,000 in income,
•a small business health insurance tax credit,
•revenue sharing to states, and
•extension o f unemployment benefits.
W hile the Democrats and Republicans don’
t agree on all
the elements o f an econom ic plan, they d o agree that the
national econom y is in a precarious position and som e sort o f
federal action is required. Also, all o f these econom ic stimuli
plans feature som e sort o f tax cuts.
T h e baseline forecast for the U.S. econom y in 2003 is for
2.9 percent G D P growth, continued modest inflation o f 2.3
percent, and not much increase in interest rates (Table 1).
T he big improvement should occur in 2004 when the
impacts o f the tax cuts are felt and the growth rate reaches
4.5 percent.
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Montana Avoids Recession
and Terrorist Attack Impacts
The Montana Outlook
by Paul E. Polzin

M

Montana does have som e high-tech manufacturing, as well as
com m unications and financial services firms. T hese firms
have suffered just like their counterparts elsewhere in the
2001 and 2002. A recent release by Economy.com ranked
country. In fact, Touch America is in the process o f laying off
Montana fourth behind Nevada, Alaska, and W yoming in
hundreds o f workers, and is in danger o f failure. T h e main
terms o f its employment growth rate. This surprising situation
reason Montana’
s avoided this recession is because our state
was n ot caused by a sudden improvement in our economy,
has relatively fewer firms that fit into these categories.
but because o f the significant deterioration o f econ om ic
A nother way o f presenting the events o f the last few years
conditions elsewhere in the nation
is
by
looking at consumer sentiment. Through the Montana
Employment growth in M ontana has remained roughly
Poll, a statewide telephone survey conducted by the Bureau,
stable since 1999, with a slight deceleration in late 2001 and
we can measure M ontana consumer sentiment and compare
early 2002. But the latest figures show a rebound.
it directly to the U.S. consumer sentiment.
N ot so for the U.S economy. U.S. employment growth
In general, you can see that Montana consumer sentiment
started to decelerate in mid-2000 (Figure 1). T h e U.S.
did not suffer the same declines as U.S. consumer sentiment
econom y was n ot as strong as we thought in late 2000, and
(Figure 2). In the first part o f 2001, when the recession was
employment growth dropped to zero by mid-2001. It has been
declared,
Montana consumer sentiment did not decline as
negative throughout 2002.
much as the U.S. figure. Similarly, in the fall o f 2001, right
after the terrorist attacks, Montana’
s consumer sentiment
again did n ot decline as m uch as did the rest o f the country.
Montana avoided the impacts o f both the 2001 recession
and the Sept. 11 attacks because its econ om ic base is
concentrated in agriculture, mining, w ood products and
other manufacturing, nonresident travel, and the federal
government (Figure 4). T h e industries that were hard hit by
T hus com es the obvious question: If Montana avoided
these events include high-tech manufacturing, dot-coms,
most o f the recession and is doin g relatively well, why is state
communications, and financial services.
governm ent facing such a severe budget crisis? W hy is the
W hile Montana has fared better than many states, we
Legislature looking at sizable spending cuts and/or tax
haven’
t entirely escaped the impacts o f the recession.
increases?
ontana has consistently ranked high in terms
o f short-term econ om ic performance during

Why Is Montana Doing So Well?

So Why the State
Budget Crisis?

Figure 1
Annual Percent Change in Nonfarm
Employment Growth, U.S. and Montana,
January 1999 to November 2002

Figure 2
Index off Consumer Sentiment,
U.S. and Montana, Oct. 2000 to Dec. 2002

Sources: Bureau o f Business and Economic Research, The University o f MontanaMissoula; Th e University o f Michigan.
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OUTLOOK

O n e o f the main reasons for Montana’
s current budget
crisis is that significant portions o f the state’
s revenues are
affected more by national econom ic trends than by local
events. State government receives revenue from many
sources, including millions o f dollars from the federal
government and other sources that are transferred directly to
local governments and other agencies. Incom e and corporate
license taxes collected from Montanans and companies doing
business in the state dominate the revenues available to fund
state government operations (state agencies such as human
services, corrections, and the Montana University System).
Personal and corporate taxes accounted for about 72 percent
o f the Department o f Revenue’
s state collections in fiscal
year 2002. T h e remaining 28 percent consisted o f natural
resource taxes, and a variety o f other taxes and licenses.
Three tax com ponents are particularly sensitive to
national econom ic trends:
1. C apital gains taxes. Montana personal incom e taxes are
due on capital gains earned by state residents. A s the stock
market tanked in the last few years, Montanans (and
everybody else) earned m uch less in capital gains. Hence,
they paid less in Montana personal incom e taxes.
2. Taxes o n in terest an d dividends. We now have the
lowest interest rates in a generation. That is g oo d if you pay
interest. It’
s another story, however, if you are a retiree and
depend on interest payments for part o f your income.
Dividends paid by corporations have also decreased as a
result o f the recession and events following Sept. 11. These
decreases in interest and dividend incom e have resulted in
corresponding reductions in Montana personal incom e tax
collections.
3. M on tan a C o rp o ra tio n L ice n se Tax. Multi'state
corporations ow e Montana taxes based on their national and
international profits (prorated to Montana). A s the national

Figure 3
Nonfarm Labor Income and Nonfarm Basic
Labor Income, Montana, Percentage Change,
3-Year Moving Average [in constant dollars]

and worldwide recession decreased profits, Montana corp o
rate license tax collections also dropped.
We don’
t have precise data for all three components. It
appears that personal incom e tax collections from other than
withholdings (as close as we can get to the sum o f items 1
and 2 above) declined by $49 million, or 40 percent, between
fiscal year 2001 and 2002. Similarly, the corporate license tax
decreased approximately $35 million, or 35 percent, during
the same period.
Other portions o f the incom e tax collections have grown
in sync with the Montana economy. For example,
withholdings on wages and salaries increased $10 million, or
about 3 percent, from fiscal 2001 to 2002. Natural resource
taxes (with the exception o f the ever-volatile oil and gas
production tax) and other revenue sources have been stable
or declined only slightly.
Therefore, the issues facing the Montana Legislature are
revenue problems n ot related to a declining state economy.
Promoting faster econom ic growth in Montana (even if the
Legislature could do that) may n ot solve the revenue
problem. Rather, the Legislature must directly consider ways
to increase revenue or decrease spending.

Will the Housing Bubble Burst?

After the disastrous bursts in the stock market and dot
com bubbles, recent rapid increases in hom e prices have led
to fears that there may be a burst in the housing market.
Since 1995, Montana home prices have increased less than
the national average, but greater than those in North Dakota
and Idaho, and about the same as in W yoming (see Figure 5).
T h e same pattern is present in data for the last two years.
Therefore, the probability o f a bursting housing bubble is less
in Montana than nationwide. T h e Montana median value o f
owner-occupied housing during 2000 was $99,500.

Figure 4
Labor Income in Basic
Industries, Montana, 2002
[percent of total]

Source: Bureau o f Economic Analysis, U.S. Department of
Commerce.
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OUTLOOK

Figure 6
Actual and Projected Percent Change in
Nonfarm Labor Income, Montana,
1996-2006

Figure 5
Index of Single-Family Home Prices
1995 Q1 to 2002 Q3

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University o f Montana-Missoula.

Source: U.S. Office o f Federal Housing Enterprise Oversight.

Forecast

Table 1
Population, Montana and BEA Regions,
1990-2010
T h ousands o f Persons
— A ctu al—-

Montana’
s growth is projected to slow slightly in
2003. This small deceleration may be attributable to:

A verage A nnual

P rojected — P ercent C hange —

2000

2010

800

902

988

1.2%

0.9%

335

400

451

1.8%

1.2%

Missoula

79

95

108

1.8%

1.3%

Flathead

60

75

89

2.3%

1.7%

Butte 'Anaconda

44

45

42

0.1%

-0.7%

Lewis and Clark

48

56

63

1.5%

1.2%

Ravalli

25

36

43

3.7%

1.7%

Rest o f West

79

93

106

1.6%

1.3%

North-Central

181

183

187

0.1%

0.02%

Cascade

78

80

81

0.3%

0.1%

103

103

106

-0.4%

0.3%

284

319

350

1.2%

0.9%

114

128

143

1.2%

1.1%

Gallatin

51

64

77

2.4%

1.9%

Richland

11

10

10

-0.7%

0.0%

1990
Montana
West

Rest o f North-Central
Southeast
Yellowstone

1990-2000 2000-2010

Custer

12

12

13

0.4%

0.6%

Rest o f Southeast

96

105

107

0.9%

0.2%

Source: Bureau o f the Census, U.S. Department o f Commerce; Bureau o f
Business and Econom ic Research, The University o f Montana-Missoula.

•several closures or cutbacks at major
employers, such as Stim son Lumber Co. in
Libby and D ecker C oal Co. near Decker,
•budget shortfalls leading to cutbacks and/or
pay freezes in state government and private
social service agencies, and
•very conservative assumptions about future
growth in economy-wide productivity.
T h e forecasts for 2004 to 2006 reflect a gradual return
to Montana’
s long-run growth o f about 2 percent per
year. A portion o f the faster growth in recent years was
caused by increases in productivity attributed to the
Internet and computerization, which were also experi
en ced throughout the nation’
s economy.

Risks

T h e major risk to Montana’
s econ om ic o u d oo k is the
potential double-dip recession, and the possibility that it
could becom e a major economy-wide and worldwide
recession. O n the positive side, there is growing evidence
that the recent national productivity increases were not
temporary, and that our assumptions about future
productivity trends may turn out to be too low.
O ther risks include:
•uncertain outlook for several major employers
in the state,
•continued drought and volatility in farm income,
and
•potential labor shortages in key areas.
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OUTLOOK

Outlook for Missoula County
M issoula con tin ues as the m ajor trade and service cen ter in

w estern M ontana, and the secon d largest trade cen ter in the state

Figure 1
Index off Single-Family Home Prices,
Missoula County, 1995 Q1 to 2992 Q3

(after Billings). T h e rapid grow th in 1998, 1999, and 2000 was fueled
by several m ajor con stru ction projects plus con tin ued expan sion in
business and professional services (such as advertising, engineering,
and sim ilar services). H ealth services draw patients from throughout
the region, and this industry con tin ues its robust growth. T h e
M issoula econ om y decelerated in early 2001 because higher
electricity prices and m arket forces cau sed som e layoffs and cutbacks
in manufacturing. B oth o f th ese n egative factors had receded by the
end o f the year. T h e data for 2002 show stron ger em ploym ent grow th
late in the year, and an overall acceleration in nonfarm labor grow th
to 4.5 percent.The slighdy slow er grow th in 2003 and beyon d reflects
the com pletion o f several con stru ction projects currently underway,
as w ell as the likely w age freeze for U M em ployees and oth er state
governm ent workers. M issoula single-fam ily h ousin g prices have risen
faster than the overall average for M ontana, but slow er than the
fastest-growing urban areas in th e country. S ee th e R avalli C ounty
ou d ook (page 18) for m edian values o f ow n er-occupied h ousin g in

Source: U.S. Office o f Federal Housing Enterprise Oversight.

M issoula C oun ty during 2000.

Figure 2
Actual and Projected Percent
Change in Nonfarm Labor Income,
Missoula County, 1996-2096

Figure 3
Annual Percent Change in Nonfarm
Wage and Salary Employment,
January 1999-November 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University of
Montana-Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 4
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Missoula County, Percentage Change,
3-Year Moving Average lin constant dollars]

Figure 5
Labor Income in Basic Industries,
Missoula County, 2902
Ipercent of total]

Source: Bureau o f Economic Analysis, U.S. Department o f
Commerce.
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OUTLOOK

Outlook for Flathead County
Throughout the 1990s, Flathead County was one o f the fastestgrowing counties in the state. But there was significant volatility as
the growth rate vacillated from one year to the next. For example,
the large increase in 1998 and the subsequent decline in 1999 were
caused by the back wages payment to Columbia Falls Aluminum
Co. workers. The slow growth in 2002 was caused by the fact that
CFAC employees were paid up to December 2001, even though
they did not work. Then only a portion of workers were rehired
when the plant reopened. The forecast calls for moderate growth in
2003 and beyond, incorporating the continued partial operation of
CFAC and stability in high-tech manufacturing. In March 2003,
CFAC announced the layoff o f about half of existing employees. If
these layoffs are permanent, the forecasts for 2003 to 2006 will be
revised downward. The highest owner-occupied housing values in
Flathead County during 2000 were, not unexpectedly, in Bigfork.
The second highest were in the suburban areas near Whitefish.

Table 1
Flathead County Median Value
Owner-Occupied Housing 2000
F la th ea d C o u n ty
Bad RockColumbia H eights CCD
Columbia Falls C CD
Colum bia Falls City
Remainder
Creston Bigfork C CD
Bigfork CDP
Remainder
Kalispell C CD
Evergreen CDP
Kalispell City
Remainder

$125,600
134,400
105,200
100,200
120,400
145,600
179,300
143,300
119,300
101,900
104,000
144,700

Kalispell NW C CD
Kalispell SW C CD
Lower Valley Somers C CD
South Fork C CD
W hitefish C CD
W hitefish City
Remainder

140,300
123,200
146,300
94,100
144,700
128,700
156,800

Source: U.S. Census Bureau, 2000 Census o f Population.
Note: C C D = County Census Division
CDP = Census Designated Place

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Flathead County, 1996-2006

Figure 2
Monthly Unemployment Rate,
January 1999-November 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University of
Montana-Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Flathead County, Percentage Change,
3-Year Moving Average lin constant dollarsl

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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Figure 4
Labor Income in Basic Industries,
Flathead County, 2002
Ipercent of total!

Source: Bureau o f Economic Analysis, U S. Department of
Commerce.

OUTLOOK

Outlook for Silver Bow County

There are likely to be modest declines in the Butte-area
economy during 2002 and 2003. Some o f the non-utility
operations formerly associated with the Montana Power Co.
have closed or moved after the sale to Northwestern Corp. Also,
uncertainties continue concerning the extent of layoffs at Touch
America, the financial condition o f Northwestern Corp., and
the resumption o f construction of the electric power plant.
On the plus side, the Superfund cleanup may provide additional
employment opportunities. The forecast assumes that the mine
remains closed and there are no major changes in the other
sectors. There is currently before the Legislature a proposal to
create an entertainment district in Butte. The impacts of this
project have not been included in this forecast. The median
value of owner-occupied housing in Deer Lodge County is about
the same as in Silver Bow County.

Table 1
Butte Median Value
Owner-Occupied Housing 2000
S ilv e r B o w C o u n ty
Butte - Silver Bow
Walkerville Town
D e e r L o d g e C o u n ty
Anaconda C CD
Deer Lodge Valley C C D

$74,900
75,900
42,000
$70,700
70,300

11>900

Y e llo w sto n e C o u n ty

$101,900

Billings C CD
Billings City
Lockwood CDP
Remainder
Buffalo Creek C CD
Huntley Project C CD
Laurel C CD
Laurel City
Remainder
Northwest
Yellowstone C CD
Shepard C CD
South Yellowstone CCD 1

99,900
99,600
89,400
131,100
137,500
81,500
104,700
85,800
143,300
129,600
117,200
116,000

Source: U.S. Census Bureau, 2000 Census o f Population
Note: C C D = County Census Division
CDP = Census Designated Place

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Silver Bow County, 1996-2006

Figure 2
Monthly Unemployment Rate,
January 1999-IMovember 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, The University o f
Montana-Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Silver Bow County, Percentage Change,
3-Year Moving Average lin constant dollars]

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.

Figure 4
Labor Income in Basic Industries,
Silver Bow County, 2002
Ipercent of total]

Source: Bureau o f Economic Analysis, U.S. Department o f
Commerce.
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OUTLOOK

Outlook for Cascade County
Malmstrom Air Force Base and regional trade center activities
account for greater than one-half of the economic base in Great
Falls. Service industry activities now dominate Great Falls’role as
a regional trade center, including financial, business, and health
services. The slow growth can be attributed to the lack of overall
growth in the basic industries. Frustratingly, increases in one
industry have been accompanied by decreases elsewhere. For
example, the opening of the pasta plant in the late 1990s occurred
at the same time as consolidations in the health care industry. Poor
agricultural conditions in the rural portions o f the trade area have
also contributed to the trends in Cascade County. The forecasts
for 2003 and beyond assume the resumption of construction on
the new power plant. The potential impact of the Lewis and Clark
Bicentennial is still uncertain. Cascade County single-family home
prices have risen less than the statewide average since 1995.
During the last two years, the growth has also been slightly less
than the Montana average. See the Lewis and Clark County
outlook (page 15) for median values o f owner-occupied housing
in Cascade County during 2000.

Figure 1
Index off Single-Family Home Prices,
Cascade County, 1995 Q1 to 2992 Q3
2000 Q3 to
2002 Q3

Index

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Cascade County, 1996-2096

Figure 2
Monthly Unemployment Rate,
January 1999-November 2002

Source: Bureau o f Economic Analysis, U.S- Department o f Commerce;
Bureau o f Business and Economic Research, Th e University of
Montana-Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Cascade County, Percentage Change,
3-Year Moving Average tin constant dollars]

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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Figure 4
Labor Income in Basic Industries,
Cascade County, 2002
tpercent of total]

Source: Bureau o f Economic Analysis, U S. Department of
Commerce.

OUTLOOK

Outlook for Lewis
and Clark County

Helena continues to be a government town. Federal and
state governments together represent 62 percent of the
economic base in Lewis and Clark County. Most of the impact
of the shutdown of the primary metals refinery in East Helena
was felt in 2002. The forecasts for 2003 and beyond incorporate
a wage freeze for state government employees. These negative
impacts may be somewhat counterbalanced by the continued
strong construction activity, including federal, civilian, and
military projects. Even so, the projected growth in the next few
years is likely to be less than experienced in the late 1990s. The
highest owner-occupied home prices appear to be in the
suburban areas around Helena.

Table 1
Lewis & Clark Median Value
Owner-Occupied Housing 2000
L e w is & C la r k C o u n ty

$112,200

Helena C CD
East Helena Town
Helena City CDP
Helena Valley SE CDP
Helena Valley West CDP
Remainder
Lincoln C CD
Lincoln CDP
Remainder
W olf Creek C CD

112,700
88,400
113,000
100,000
119,800
155,600
100,000
84,500
105,100
118,600

C a sc a d e C o u n ty

$92,500

Belt C CD
Cascade C CD
Eden - Stockett C CD
Great Falls C CD
Great Falls City
Malmstrom CDP
Remainder
Great Falls North C CD
Monarch - Neihart C CD
Sun River Valley C CD

84,000
94,900
76,200
93,100
92,000
112,500
123,200
86,300
105,400
82,000

Source: U.S. Census Bureau, 2000 Census o f Population.
Note: C C D = County Census Division
CDP = Census Designated Place

Figure 1
Actual and Projected Percent Change
in Nonffarm Labor Income, Lewis and
Clark County, 1996-2006

Figure 2
Monthly Unemployment Rate,
January 1999-November 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University of
Montana>Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonffarm Labor Income and Nonffarm Basic Labor
Income, Lewis and Clark County, Percentage
Change, 3-Year Moving Average
Kin constant dollars]

Figure 4
Labor Income in Basic Industries,
Lewis and Clark County, 2002
Ipercent of total)

Source: Bureau o f Economic Analysis, U.S. Department
o f Commerce.
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OUTLOOK

Outlook for Yellowstone County
Billings continues as Montana's major trade and service center.
The strongest trade center industries are the services, such as
business services, health care, and professional services. Growth in
retail trade has been less robust, perhaps reflecting the increased
competition from second* order trade centers such as Bozeman
and Miles City. Billings’modest growth in the late 1990s can be
attributed to poor conditions in agriculture and other sectors in
rural portions of the trade area. The 2001 employment data is still
preliminary, and the marked acceleration late in the year may be
revised downward. The year 2002 saw decelerated employment
growth at mid-year and slightly slower income growth; both may
be due to decreased construction activity. The growth forecasts for
2003 and beyond could be revised upward if productivity growth
returns to late-1990 levels. Yellowstone County single-family
home prices have risen less than the statewide average since 1995.
During the last two years, the growth has been equal to the
Montana average. See the Silver Bow County outlook (page 13)
for median values o f owner-occupied housing in Yellowstone
County during 2000.

Figure 1
Index off Single-Family Home Prices,
Yellowstone County, 1995 Q1 to 2002 Q3

Source: U.S. Office o f Federal Housing Enterprise Oversight.

Figure 1
Actual and Projected Percent
Change in IMonffarm Labor Income,
Yellowstone County, 1996-2006

Figure 2
Annual Percent Change in Nonffarm
Wage and Salary Employment,
January 1999-November 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University o f
Montana-Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonffarm Labor Income and Nonffarm Basic Labor
Income, Yellowstone County, Percentage
Change, 3-Year Moving Average
|in constant dollarsl

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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Figure 4
Labor Income in Basic Industries,
Yellowstone County, 2002
[percent off total]

Source: Bureau o f Economic Analysis, U-S. Department
o f Commerce.

OUTLOOK

Outlook for Gallatin County

The Bozeman area is one of the few high-tech manufacturing
centers in the state, and manufacturing has just replaced Montana
State University as the largest basic industry in Gallatin County.
Manufacturing weathered the 2001 recession— which hit high
tech disproportionately hard— surprisingly well in Gallatin
County. Bozeman continues to grow as a regional trade and
service center. The anticipated freeze on state government salaries
will depress growth in 2003 and beyond. But the long-term
population forecast for Gallatin County in 2010 has been revised
upward. Home buyers in Gallatin County have complained about
the high prices. The census data have confirmed their statements.
The Gallatin County median value for owner-occupied housing
was $143,000 in 2000, the highest o f any county in the state.
The $244,100 median value o f owner-occupied housing in Big
Sky was the highest in the state.

Table 1
Gallatin County Median Value
Owner-Occupied Housing 2000
G a lla tin C o u n ty
Belgrade C CD
Belgrade City
Remainder
Bozeman C CD
Bozeman City
Remainder
Gallatin Gateway C CD
Manhattan C CD
Amsterdam Churchill CDP
Manhattan Town
Remainder

126,300
110,200
152,000
151,400
137,300
204,400
166,100
126,400

Three Forks C CD
Three Forks City
W illow Creek CDP
Remainder
West Yellowstone CCD
Big Sky CDP
West Yellowstone Town
Remainder

95,000
92,400
76,700
147,100
196,500
244,100
171,200
175,000

136,100
110,700
147,900

Source: U.S. Census Bureau, 2000 Census o f Population.
Note: C C D = County Census Division
CDP = Census Designated Place

Figure 1
Actual and Projected Percent
Change in Nonffarm Labor Income,
Gallatin County, 1996-2006

Figure 2
Monthly Unemployment Rate,
January 1999 - November 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, The University of
Montana-Missoula.

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Gallatin County, Percentage Change,
3-Year Moving Average [in constant dollars]

Figure 4
Labor Income in Basic Industries,
Gallatin County, 2002
[percent off total]

Source: Bureau o f Economic Analysis, U.S. Department o f
Commerce.
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OUTLOOK

Outlook for Ravalli County

Northern Ravalli County is part of the Missoula-area economy,
and commuters (those living in Ravalli County but working in
Missoula) are the largest component of the economic base. The
2000 fires appear to have had only a modest net effect on the
overall economy. The slower growth in 2002 was caused by poor
market conditions for log home builders. The projected overall
slower growth in the next decade reflects the corresponding
projected deceleration in the Missoula economy. The median value
of owner-occupied housing in Ravalli County was approximately
equal to that in Missoula County.

Table 1
Ravalli County Median Value
Owner-Occupied Housing 2000
R a v a lli C o u n ty
Hamilton C CD
Corvallis CDP
Ham ilton City
Pinesdale Town
Remainder
Stevensville C CD
H orence CDP
Stevensville Town
Remainder
Sula-Edwards C CD
V ictor C CD
V ictor CDP
Remainder

$133,400
132,500
90,400
97,000
97,500
144,000
136,800
135,300
98,200
143,400
112,800
129,300
84,000

M isso u la C o u n ty

$136,500

Frenchtown-Evaro C C D
L oloC C D
Missoula C CD
Seeley Lake CCD
East Missoula CDP
Missoula City
Orchard H om es CDP
Seeley Lake CDP

155,400
141,800
134,400
131,200
109,700
132,500
154,200
120,600

142,500

Source: U.S. Census Bureau, 2000 Census o f Population
Note: C C D = County Census Division
CDP = Census Designated Place

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Ravalli County, 1996-2006

Figure 2
Monthly Unemployment Rate
January 1999-November 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;
Bureau o f Business and Economic Research, Th e University of
Montana-Missoula.

Figure 3
Nonffarm Labor Income and Nonfarm Basic Labor
Income, Ravalli County, Percentage Change,
3-Year Moving Average [in constant dollars!

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.
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Source: Research and Analysis Bureau, Montana Department o f Labor andIndustry.

Figure 4
Labor Income in Basic Industries,
Ravalli County, 2002
[percent off total]

Source: Bureau o f Economic Analysis, U.S. Department o f
Commerce.

OUTLOOK

Outlook for Richland County
Oil and gas extraction, agriculture and agricultural services,
and manufacturing (which includes food products) are the three
major basic industries in Richland County. Taken together, they
account for roughly 84 percent of the economic base. The boom
and bust oil and gas industry was responsible for most of the rapid
growth in the late seventies and then for the dismal trends o f the
eighties. There were oil'gas “
boomlets”in the late 1990s and then
again in the last few years. The latter, combined with strong gains
in construction, led to the healthy overall increases in 2001 and
2002. The forecasts are for more moderate increases in 2003 and
beyond. The outlook for the oil and gas industry is always
uncertain. The sugar beet plant has a new owner, but the overall
operation is assumed to be relatively unaffected. The proposed
malting facility should provide a welcome, but modest, number of
new jobs.

Figure 1
Actual and Projected Percent
Change in Nonffarm Labor Income,
Richland County, 1996-2006

Table 1
Richland County Median Value
Owner-Occupied Housing 2000
$61,000

R ich la n d C o u n ty
Fairview C CD
Lambert C CD
Savage-Crane C CD
Sidney C CD
Sidney City
Remainder

42,100
42,500
52,700
65,500
62,900
78,000

D a w so n C o u n ty

$62,700

Dawson North C CD
Richey Town
Remainder
Glendive C CD
Glendive City
Remainder

30,000
19,200
54,200
63,900
61,500
68,800

Source: U.S. Census Bureau, 2000 Census o f Population
Note: C C D = County Census Division
CDP = Census Designated Place

Figure 2
Monthly Unemployment Rate,
January 1999-November 2002

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce;

Source: Research and Analysis Bureau, Montana Department o f Labor andIndustry.

Bureau o f Business and Economic Research, Th e University o f
Montana-Missoula.

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Richland County, Percentage Change,
3-Year Moving Average tin constant dollars]

Figure 4
Labor Income in Basic Industries,
Richland County, 2092
[percent off total]

Source: Bureau o f Economic Analysis, U.S. Department o f
Commerce.
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Outlook for Custer County

Despite its location in the midst of an agricultural region, federal
and state government account for about 57 percent of the eco
nomic base in Custer County. The U.S. Veterans Administration
Hospital, the Bureau of Land Management, and the U.S. Forest
Service account for most o f the federal sector. The community
college, the Pine Hills School, and state administrative offices
represent state government. This dependence on government has
probably muted the otherwise volatile influences o f agriculture and
other natural resource industries. Miles City has evolved into a
second order trade center serving rural southeast Montana. Much
of this activity is concentrated in general merchandise retail stores
and health care, both of which strengthened their regional presence
in the last several years. Overall construction activity has remained
robust since 2000, although the recent strength has been in
residential building and remodeling. Future uncertainties include:
the long-term future o f the V.A. hospital; downtown vs. Haynes
Avenue retail development; and the potential for energy (electricity
and coal) projects.

Figure 1
Actual and Projected Percent
Change in Nonfarm Labor Income,
Custer County, 1996-2006

Table 1
Custer County Median Value
Owner-Occupied Housing 2000
C u s te r C o u n ty

63,100
M iles City C CD
62,500
M iles City
66,200
Remainder
Mizpah-Pumpkin CCE > 38,500
74,300
N orth Custer C CD
107,500
Shirley-Ismay C CD

M ontana Business Quarterly/Spring 2003

$66,700

Ashland CCD
Forsyth C CD
Northern Cheyenne C C D
North o f Yellowstone C CD
Forsyth City
Remainder
Rosebud C CD

80,700
86,500
40,600
62,000
58,200
107,700
75,400

Paul E. Polzin is the director o f the Bureau o f Business and
Econom ic Research, The University o f Montana-Missoula

Figure 2
Monthly Unemployment Rate,
January 1999-IUovember 2002

Figure 3
Nonfarm Labor Income and Nonfarm Basic Labor
Income, Custer County, Percentage Change,
3-Year Moving Average |in constant dollars]
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R o s e b u d C o u n ty

Source: U.S. Census Bureau, 2000 Census o f Population
Note: C C D = County Census Division
CDP = Census Designated Place

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce:
Bureau o f Business and Economic Research, Th e University o f
Montana-Missoula.

Source: Bureau o f Economic Analysis, U.S. Department o f Commerce.

$63,100

Source: Research and Analysis Bureau, Montana Department o f Labor and Industry.

Figure 4
Labor Income in Basic Industries,
Custer County, 2002
Epercent of total]

Source: Bureau o f Economic Analysis, U.S. Department o f
Commerce.

TRAVEL ECONOMICS

Travel Industry Economics
by Norma Nickerson and Thale Dillon

The National Perspective

2002 was an interesting year, albeit one with few surprises.
D om estic leisure travel was predicted to increase as the
econom ic downturn and threats o f terrorism kept Americans
on U.S. soil for vacation. A nd indeed, the Travel Industry
Association o f America (TIA) reported a 2 percent increase
in dom estic leisure travel in 2002 over 2001. Dom estic
business travel, expected to falter because o f the economy,
did decline by 4 percent in 2002. Finally, international
arrivals were expected to decrease because o f the Sept. 11
terrorist attacks. Overseas arrivals to the United States for
the first half o f 2002 were dow n 17 percent, but no additional changes were foreseen for the final half.
Forecasts for 2003 are promising. W hile recovery from
2001 is still slow, the T IA is expecting a 3 percent increase in
U.S. dom estic leisure travel in 2003. This increase is based on
the attachment Americans have to travel, a pent-up d e 
mand, and attractive pricing for consumers. A ccording to
the TIA, the United States is showing a heightened prefer
ence for dom estic travel, including rural destinations; more
people are traveling by car or RV; and more people are
traveling with outdoor recreation activities, or history and
culture, in mind.
Business travel isn’
t expected to change m uch in 2003,
with a forecasted increase o f less than 1 percent nationwide.
T h e econom ic downturn has forced businesses to analyze the
need for trips and to cut back where they can. This behavior
will continue into 2003.
Overall, however, many travel industry indicators show
positive signs, as seen in Table 1. M ost encouraging for the
leisure travel industry is the continual increase in disposable
income. O n the downside, one unknown that does not show
up in these figures is the lingering threat o f war. In general,
war has a negative effect on both leisure and business travel.

The Montana Perspective

Preliminary estimates o f nonresident travel to Montana in
2002 show a 2 percent increase over 2001— to 9.77 million
visitors or 4 million visitor groups (Figure 1). Nonresident
travel mirrored the national increase o f 2 percent.
Other signs o f improvement in 2002 are in the visitation
numbers for both Glacier and Yellowstone national parks.
Even after the latest-ever opening o f Going-to-the-Sun
Road, Glacier Park rebounded significantly, with a visitation
increase o f almost 13 percent over 2001. Yellowstone’
s
visitation numbers increased as well, with a jump o f slightly
over 8 percent (Figure 2).
Montana airport deboardings for 2002 were slightly above
2001 levels, with less than a 1 percent increase (Figure 3).

Table 1
U.S. Economic Growth Expected
Real GDP
Consumer Price Index
Travel Price Index
Disposable Incom e
Unemployment
Corporate Profits

2001

2002*

2003*

0.30%
2.80%
1.10%
1.80%
4.80%
10.00%

2.30%
1.60%
0.50%
4.50%
5.90%
-2.30%

3.20%
2.80%
3.30%
2.40%
6.00%
21.20%

Source: Travel Industry o f America, 2002 T IA Marketing O udook Forum,
•forecast

Figure 1
Nonresident Visitors to Montana,
1992-2002

Millions o f Visitors

Source: Institute for Tourism and Recreation Research, The University
o f Montana'Missoula.
•forecast

Montana should be pleased with any increase since most
airports and airlines around the country showed declines in
2002. A ccording to the TIA, the airline industry is still down
5 percent from 2001, indicating that air travel recovery has
stalled. T he American public took to the highways this past
year and the numbers show it.
Finally, hotel/motel occupancy in Montana remained
virtually the same in 2002 as in 2001 (Figure 4). However,
compared to the mountain region, which experienced a 1
percent decrease in occupancy, Montana fared well. To
highlight the differences, Montana reported a 2 percent
increase in room availability, which generally correlates to a
temporary dip in occupancy. T h e mountain region, on the
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other hand, experienced a 0.5 percent increase in room
availability, but a 1 percent decrease in occupancy.
T ravel E xpenditures. Preliminary estimates show
nonresident travel expenditures o f $1.8 billion in M ontana
during 2002, up 2.3 percent from the previous year (Table 2).
W ith the exception o f 1996, when a slight decrease occurred,
travel expenditures have grown steadily over the years.
Expenditure patterns o f nonresident visitors to the state
vary according to purpose o f trip. T h ose whose primary
purpose is vacation spend $130.58/day/group. T hose visiting
friends and relatives spend $100.79/day/group, while those
simply passing through the state spend $79.01/day/group
(Table 3).
T rav el'G en erated In com e . Personal incom e derived from
the expenditures o f nonresident visitors to M ontana falls into
two categories: em ployee compensation, which is wages and
salary incom e paid to employees o f businesses within the
travel industry, and proprietors’income, which is the incom e
o f self-employed workers in businesses serving travelers’
needs (Table 4).
• In 2001, total personal incom e paid by travel-related
firms in Montana attributable to nonresident visitor spending
totaled nearly $563 million, up 4.9 percent from 2000.
• O n average, every dollar spent by nonresident travelers
in Montana in 2001 generated 32.2 cents in wage and salary
incom e for Montana residents. T h e national equivalent is
30.6 cents.
• Personal incom e generated by nonresident spending in
Montana constituted 2.7 percent o f M ontana residents’total
personal incom e in 2001, com pared to 2.1 percent at the
national level.

Figure 3
Montana Airport Deboardings,
1992-2002

Source: Montana Aeronautics Division.
•forecast
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Figure 2
National Park Visitation, 1992-2002

Source: National Park Service.
*forecast

• During five o f the past 10 years, travel-generated
personal incom e showed a higher growth rate than that o f
total personal incom e in the state.
T rav el'G en era ted T ax R ev en u e. Travel tax receipts
consist o f the federal, state, and local tax revenues attribut
able to nonresident travel spending in Montana. Because
M ontana does not have a sales tax, the state and local tax
receipts attributable to nonresident travelers are low
com pared to those o f other states.

Figure 4
Hotel Occupancy, Montana and
Mountain Region, 1999-2002

Source: Smith Travel Research.
•forecast
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Montana does, however, have a statewide lodging facility
use tax o f 4 percent on overnight accommodations. In
addition, nonresident travelers contribute to the tax base by
paying excise taxes such as those on gasoline, and indirectly
by supporting employment in industries that pay corporate
taxes and whose workers pay income, property and other
taxes.
Nonresident travel spending in Montana generated well
over $346 million in revenue for federal, state, and local
governments in 2001. This represents an increase o f close to
9 percent over 1995 revenue (Table 5).

Figure 5
Montana’
s Six Travel Regions

The Regional Perspective

Montana is divided into six travel regions for marketing
purposes (Figure 5). During the summer o f 2002, visitors to
attractions within the six travel regions were surveyed about
their travel behavior within that region.
A s shown in Table 6, the behavior o f visitors who spend
time at attractions varies depending on the region they visit.
T he most striking difference is seen with first-time visitors.
Russell Country attractions have more first-time visitors— at
51 percent, while Yellowstone receives m osdy repeat visitors
(only 38 percent are new to the region). This study inter
cepted both nonresidents and residents o f Montana who did
not reside in that region. Proportionately, Montana residents
visited Missouri River Country and Russell Country at a
higher rate than they did other regions. For example, in
Missouri River Country, nonresidents represented 68 percent

Table 2
Travel Expenditures in Montana,
1992-2002
Y ear
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002

E x p en d itu res
P e rc e n t C h a n g e
M illio n s o f $ fr o m P r e v io u s Y ear
$1,514
$1,550
$1,601
$1,622
$1,608
$1,644
$1,716
$1,743
$1,750
$1,766
$1,806

0%
8.8%
2.4%
1.3%
'0.8%
2.2%
4.4%
1.6%
0.4%
0.9%
2.3%

Source: Institute for Tourism and Recreation Research, The
University o f Montana'MissouIa.

o f the visitors to attractions, while residents represented 32
percent. A t the other extreme, in Custer Country, nonresi
dents represented 95 percent o f the visitors to attractions,
while residents were only 5 percent o f the visitation.
Other regional data shows that Billings, Bozeman, and
Kalispell experienced increases in airport deboardings
through November, compared to 2001. Butte, Missoula,
Helena, and Great Falls saw significant decreases compared
to 2001 (Table 6).

Table 3
Expenditure Profiles—Summer Visitors
V isitin g

Camping
H otel
Gas
Restaurant
Grocery
Retail
Guide
Auto
Transportation
Entrance fees
Services
Total
Sample Size

V a ca tion

F rien d s &
R e la tiv e s

$3.24
$16.07
$25.80
$22.91
$12.25
$29.16
$7.69
$8.37
$0.10
$4.36
$0.63

$1.21
$9.99
$23.91
$19.02
$8.56
$25.04
$2.12
$7.98
$0.15
$2.16
$0.65

$1.97
$14.79
$28.28
$16.03
$4.25
$8.86
$0.10
$2.96
—
$1.52
$0.25

$130.58
1,434

$100.79
403

$79.01
568

P a ss-T h rou gh

Source: Institute for Tourism and Recreation Research, The
University o f Montana-Missoula.
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Outlook

Table 4
Travel Generated vs. Total Montana
Personal Income. 1992-2001

ir a v e i- o e n e r a te a

T r a v e l'G e n e ra te d

T o ta l P e rso n a l

a s % o f T o ta l

P e rso n a l In c o m e

In c o m e

P e rso n a l In c o m e

Y ear

(T h ou s. o f $)

(T h ou s. o f $)

(T h ou s. o f $)

1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

$433,830
$441,140
$457,130
$463,480
$460,200
$469,830
$488,890
$507,530
$536,610
$562,890

$14,075,520
$15,178,490
$15,499,030
$16,296,840
$16,992,480
$17,726,290
$18,941,950
$19,287,170
$20,336,880
$21,283,050

3.1%
2.9%
2.9%
2.8%
2.7%
2.7%
2.6%
2.6%
2.6%
2.7%

P e rc e n t ch a n g e fr o m p r e v io u s y ea r
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

9.5%
1.7%
3.6%
1.4%
-0.7%
2.1%
4.1%
3.8%
5.7%
4.9%

5.5%
7.8%
2.1%
5.1%
4.3%
4.3%
6.9%
1.8%
5.4%
4.7%

3.7%
-5.7%
1.5%
-3.6%
-4.8%
-2.1%
-2.6%
2.0%
0.3%
0.2%

Source: Institute for Tourism and Recreation Research, Th e University o f
Montana-Missoula.

Each year, the Institute for Tourism and Recreation
Research surveys travel-business owners and land managers
to get an industry perspective. This year, 191 business owners
responded (16 percent outfitter/guide, 15 percent vacation
home/condo/cabin, 13 percent B&B, 13 percent dude/guest
ranch, 11 percent motel, 8 percent tours, 7 percent cam p
ground, 6 percent attraction/museum/ski area, 4 percent
tourism promoter/advertiser, 4 percent government).
In 2002, 52 percent o f the respondents reported an
increase in visitation over 2001, while 18 percent said
business was the same and 30 percent reported a drop in
business. Increases were attributed to many aspects, but most
respondents cited increased road travel in the post-Sept. 11
world; better marketing and management o f their business;
and a business that is still being discovered. Decreases were
attributed to Sept. 11 and the economy, followed by the
weather and business changes.
T h e outlook o f travel industry businesses throughout the
state is extremely positive. Seventy percent o f the 191
respondents expect an increase in business in 2003, with an
average o f a 10 percent increase over 2002. O nly 8 percent
o f respondents expect a decrease. Based on national and
local business projections, and barring a war or further
national econ om ic downturns, the travel industry in M on 
tana can be expected to see an increase o f 2 to 5 percent in
2003. □

Table 5
Travel-Generated Tax Revenue by Level off
Government, 1995 and 2001
L ev el o f G ov ern m en t

R even u e

2001 Tax Revenue
Federal
State/Local
Total

$200,332,000
$146,359,000
$346,691,000

1995 Tax Revenue
Federal
State/Local

$183,925,000
$134,372,000

lota l

$318,297,000

P e rc e n t ch a n g e, 1995-2001
Federal
State/Local

8.90%
8.90%

Source: Institute for Tourism and Recreation Research, Th e University o f
Montana-Missoula.
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Norm a Nickerson is director o f The University o f MontanaM issoula Institute for Tourism and Recreation Research. Thole
Dillon, formerly an econom ic analyst with ITRR, is currendy a
research associate at BBER.
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Table 6
Visitor Profile Regional Comparisons
Summer 2002
Visitors at Attractions in Regions

Custer

Glacier

Gold West

Missouri River

Russell

Yellowstone

Prim ary R eason for V isiting M T
Vacation

64%

69%

59%

47%

43%

73%

Visit friends/relatives

20%

20%

28%

28%

25%

13%

Passing through

9%

4%

8%

14%

8%

4%

Business

4%

4%

2%

3%

6%

5%

A verage nights in M ontana

5.3

7.5

6.9

7.2

7:5

6.5

A verage nights in region

2.8

5.3

4.0

4.1

4.0

4.5

1st tim e visitor to region

47%

46%

44%

44%

51%

38%

Yellowstone

46%

24%

43%

13%

30%

74%

Glacier

15%

71%

24%

30%

45%

16%

Montana

5%

8%

18%

32%

20%

9%

Foreign Country

4%

6%

6%

5%

6%

4%

V isited Parks D uring Trip

W here d o V isitors C om e From?

76%

63%

74%

87%

W A -17%

W A- 15%

WA -13%

CA - 15%

W A -9%

CA - 12%

CA -12%

MN -9%

CA - 12%

TX.W I and

O R -7%

C O -6%

CA -7%

O R -5%

O R -5%

G riat Falls -1.9%

Bozeman +5.2%

9%

30%

00

86%
W A -16%

r

91%
CA - 11%

8

O ther States

A irport Data - 2002
Deboarding % ’
02 vs ’
01

Billings +6.9%

(Through November)

Missoula -3.3%

Butte -5.8%

Kalispell +2.4%

Helena -3.0%

33%

11%

N onresident O vern ight Stays
% within each region during summer

14%

2%

Sources: Institute for lourism and Recreation Research, The University of Montana'Missoula; Montana Aeronautics Division.
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Health Care Spending and Costs
by Steve Seninger

H

ealth care spending continues to be a major
national policy issue and a worry to providers,
employers, and consumers. In 2001, U.S. health care
spending hit $1.4 trillion, after several years o f high growth

Figure 1
Health Inflation and Utilization
Shares of Growth in Per Capita
Health Care Expenditures

rates.
T h e indicators include:
•T h e annual percentage change in health care spending
per capita increased from 5.3 percent in 1998 to 7.8 percent
in 2000, 10 percent in 2001, and is expected to increase by
8.8 percent in 2002.
•Increased health care spending is based on two factors:
increased utilization o f medical services and higher prices for
the services. Increased utilization accounted for about half
the average annual growth o f 8.4 percent between 1999
and 2002; increased prices accounted for the remainder
(Figure 1).
T h e biggest increases in health care spending have been
in prescription drugs (13 percent in 2002), hospital
outpatient services (13.6 percent), and inpatient services
(6.2 percent) (Figure 2). Increased spending on inpatient
and outpatient hospital services has been driven by increased
utilization (60 percent o f the growth) and increased prices
(the remaining 40 percent).
Montana’
s health care industry realized $3.3 billion in
spending during 2002 and employed 40,800 workers. Wages
paid exceeded $1.2 billion. Health care is the largest employer
in the private business sector o f the state’
s economy.
Hospitals are the largest sector in M ontana’
s health care
industry, accounting for about 50 percent o f the revenues
and employing 18,000 people, or 44 percent o f the total
health care workforce. Physician, dentist, and other health
care professional offices account for 27 percent o f health care
industry revenues, while nursing hom es and personal care
account for 12 percent o f total revenue.
O f course, the higher health care spending created by
increased utilization and increased prices imposes costs on
employers and consumers (Figure 3). In the United States,
68 percent o f insured non-elderly health care spending is
employment-based and was an increasing percentage
up through 2001 because o f a strong econom y and low
unemployment. Employers face higher health insurance
costs when there is greater utilization by employees and
when prices for health care services g o up.
Employees and other consumers are impacted by higher
prices when their health insurance premiums, co-pays, and
deductibles increase. Higher health care costs and higher
spending squeeze both employers and employees.
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Source: Centers for Medicare and Medicaid Services.

Figure 2
U.S. Health Expenditure
Per Capita Average Growth Rate,
2001

-

2002

Source: Milliman USA Health C ost Index & Center for Medicare and
Medicaid Services.

HEALTH CARE

Figure 3
Health Care Spending and Costs
N ation al
S p e n d in g

' Employers' C o s t s 1
o f Health Insurance

Consumere'^Gost
o f Health C are &
Insurance

Source: Bureau o f Business and Economic Research,
The University o f Montana-Missoula.

Employer Costs

Health insurance premiums increased 13 percent between
spring 2001 and spring 2002. Higher medical claims— again,
because o f higher utilization and prices— led to the premium
increases. T h e overall inflation rate in health care is mea
sured by the G D P personal health care price index or
deflator, which increased by 3.6 percentage points in 2000,
4.3 in 2001, and is projected at 4-4 percentage points in
2002. These higher health care costs put employers in a
bind, especially small employers where wages and benefits
impact already small operating margins. Higher employee
premium shares, higher co-pays, and higher deductibles shift
som e o f the increased health insurance costs to workers.
There are two parts to employment-based health insurance:
the employer offer rate and the worker take-up rate. Part-time
work and small firms are two major factors that tend to reduce
employers’offers o f health insurance. Part-time workers are far
less likely to be offered health insurance than full-time
workers, especially in small firms. Low wages affect the take-up
rate since the employee share o f any offered coverage is less
affordable. Workers’earnings have been lagging behind health
insurance premium cost increases.

Figure 4
Annual Percentage Change in Health
Insurance Premiums, 1990 - 2002

Source: Kaiser/Health Research and Educational Trust (HRET) Survey o f
Employer-Sponsored Health Benefits, 2001; KPMG Survey; and the Bureau
o f Labor Statistics.
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M ontana’
s econom y is dom inated by small firms o f less
than 10 employees. These small firms represent 72 percent o f
all companies and employ 30 percent o f all workers in the
state. A bout 40 percent o f their workers are part-time. These
econom ic demographics make for low offer rates. Only 30

Figure 5
Montana and U.S. Firms Offering
Health Insurance, by Firm Size, 1999

percent o f Montana firms with less than 10 employees offer
health insurance, a percentage that increases with firm size.
This compares to a national offer rate o f 55 percent for small
firms. Montana’
s offer rate is lower than the national, as
shown in Figure 5.

Consumer Costs

Increased health insurance premiums— in response to
higher medical claims expenses— lead to higher costs for
workers and consumers. T he “
buying-down”o f rising health
insurance premium expenses by reducing benefits and
increasing worker cost-sharing reduces the affordability o f
health insurance to workers. Low-income and part-time
employment in a small firm also reduce the likelihood o f
private health insurance coverage.
In Montana, employees with single coverage paid about 15
percent o f the premium, or about $31 dollars per month in
1999. Montana workers with family coverage paid about 26
percent o f the premium, compared to 32 percent nationally, or
an average o f $125 per month compared to $145 per month
nationally (Figures 6 and 7).
T h e cost-share patterns, along with higher health insur
ance costs, put private health insurance coverage out o f reach
for many Montanans. O n e estimate shows that in 2000, more
than 160,000 Montanans did not have any kind o f health care
insurance coverage, public or private. About 17 percent o f
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Source: Kaiser/Health Research and Educational Trust, Agency for Healthcare
Research and Quality, U.S. Dept, o f Health and Human Services.

Montanans receive health care from Medicare, the age
entidem ent federal health care program. A bout 110,000
Montanans have received som e level o f health services from
Medicaid, the federal-state health coverage program for lowincom e people. A nd about 10,000 Montana children under 18
years o f age are enrolled in the Children’
s Health Insurance

HEALTHCARE

Figures 6 & 7
Employee Premiums, Single and
Family Coverage, 1999

Source: Agency for Healthcare Research and Quality, U.S. Dept, o f Health and
Human Services.

Program (CHIP), a joint federal-state public health coverage
program. Another 25,000 Montana kids are eligible, but are
not enrolled in CH IP Many o f these uninsured kids have
parents who work; 84 percent o f Montana’
s uninsured
children are in a family where at least one parent works full
time.
T h e number o f Montanans considered “
at risk”o f no
health insurance coverage is based on the 160,000 uninsured,
plus a fairly high proportion o f the people enrolled in Medicaid
and CH IP both o f which will be under extreme budgetary
pressures during the 2003 state legislative session.

Outlook

Grow th in health care spending is projected to level off
at about 7 percent a year betw een 2003 and 2007 when
national health care expenditures as a percent o f G D P are

projected to reach 16 percent, or about $2.2 trillion. Health
care utilization will continue to increase, although som e
analysts expect price increases to moderate over the next
couple o f years, thereby reducing the pressure for higher
health insurance premiums. In Montana, there will be more
people without health care coverage as the econom y
continues to stumble and as budget pressures force reduc
tions in public health coverage such as M edicaid and,
perhaps, C H IE Q

Steve Seninger is director o f econom ic analysis and health care
policy research at The University o f Montana-Missoula Bureau
o f Business and Econom ic Research.
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Outlook for Montana Agriculture
by Kevin McNew

Figure 1
Montana Wheat Prices and
U.S. Ending Wheat Stocks,
1990-2003

Wheat Outlook

T h e drought that began in 1998 continued its hold
o n Montana’
s farms and ranches in 2002, lowering crop
production around the state. W heat yields fell about 25
percent below normal in 2002, although they were 3
percent higher than in 2001. A nd because o f expanded
wheat acreage, M ontana’
s total wheat crop was up 18
percent from 2001.
Fortunately for M ontana farmers, drought con di
tions also persisted throughout m uch o f the country this
past summer. A s a result, U.S. wheat output fell to its
lowest level in 30 years and wheat prices rallied 35
percent in the past year.
T h e price increase will likely be short-lived, though,
as U.S. wheat acres are expected to be substantially
higher in 2003. In addition, long-run demand problems
continue to plague the wheat market. U.S. consum ption

Source: Montana Agricultural Statistics Service and USDA-WAOB,
1991-2002. Th e year 2003 is a forecast by the author.

Figure 2
Montana Steer Price and
U.S. Cattle Inventory,
1980-2003

o f wheat has grown slowly at about 1 percent per year
in the past decade. However, U.S. exports o f wheat
have declined steadily over the same period, averaging
a 3.2 percent drop per year since 1992. A ll uses o f U.S.
wheat have declined 1.5 percent per year in the past 10
years, with n o indications this trend will reverse in the
near future.
T h e long-run decline in U.S. wheat exports is largely
a result o f expanded production in countries that on ce
imported wheat. For example, the former Soviet Union
countries have increased wheat production by 70
percent in the last five years. In the early 1990s, these
countries im ported about 16 million metric tons o f
wheat. In 2002, they are expected to export 20 million
metric tons o f wheat into the world market. Other
countries like India and China have also changed their
import-export patterns in recent years. A s a result,
world wheat trade has declined by 10 percent since
1995. T h e U nited States, Canada, Australia, and the
European U nion have all experienced diminished
exports.
W ith sluggish demand and the prospects for signifi
cantly higher production, 2003 wheat prices should fall
substantially below 2002 levels. Assuming normal
weather for the U nited States, Montana’
s wheat prices
will likely fall to the $3.25-per-bushel level from the
2002 all-wheat price o f $4 per bushel (Figure 1).

Source: Montana Agricultural Statistics and National Agricultural
Statistics, 1980 - 2002. Th e year 2003 is forecast by the author.
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Cattle Outlook

T he cattle market continues to be bolstered by strong
demand and dwindling supplies o f beef, as cattle inventory
numbers have fallen for six consecutive years. Although
2002 cattle prices were strong by historical standards,
Montana’
s average steer price did slip by 4.5 percent from
the record highs o f 2001 (Figure 2).
Higher-than-expected production in 2002 was the
primary culprit for the dip in cattle prices. Although the
volume o f cattle slaughtered was up slightly, higher beef
production was largely driven by higher ending weights o f
slaughter-ready catde. T h e combination o f heavier cattle
going into feedlots and good weather helped push cattle
slaughter weights up by 3 percent in 2002 as compared to
2001. In total, U.S. beef production for 2002 is expected to be
up 3.7 percent over 2001’
s production.
O n the demand side, interest in U.S. beef is expected to
increase by 3.6 percent in 2002. However, an increase in beef
imports into the U.S., primarily from Canada, tempered the
positive demand growth. A s for U.S. beef exports, 2002 turned
into a substantially better year than originally expected, as
Japan’
s beef consumption started to return to normal following
the foot and mouth disease scare in that country in late 2001.
Although Japanese imports o f U.S. beef are well below levels
seen prior to the outbreak, they are gaining ground and should
return to normal by late 2003 or 2004.
In 2003, cattle prices should strengthen and likely reach
record highs as beef production slides. Placements o f cattle in
feed yards were light in the last half o f 2002, which should
translate into lower supplies o f slaughter-ready cattle in the
first half o f 2003. Projections for 2003 U.S. beef production
show a drop o f more than 5 percent as compared to 2002.
Although U.S. beef demand will likely slip in 2003 as a result
o f higher beef prices, continued growth in beef exports will
help offset the decline.
Cattle prices should continue strong in 2003 as beef
supplies dwindle in the marketplace. Montana steer prices
should also strengthen, possibly setting a record high in 2003
as feed yards return to more favorable feeding margins,
bolstering the demand for feeder cattle.

2002 Farm Bill

O n May 13, 2002, the Farm Security and Rural Investment
A ct o f 2002 was signed into law, and will govern federal farm
programs for the next six years. A s in the past, the new farm
bill has a direct impact on the financial condition o f

i

Montana’
s farmers through specific income and price
support mechanisms for wheat and feed grain commodities.
T h e two mainstays o f recent farm policies, namely
direct payments and marketing assistance loans, continue
in the 2002 farm bill, but at higher rates than in the 1996
bill. Direct payments to farmers for wheat are expanded
from $0.46 per bushel to $0.52 per bushel. These
payments will be made to every producer over the next
six years based on their eligible historical production o f
wheat.
In addition, price supports in marketing assistance
loan programs were increased for wheat by about $0.22
per bushel in the 2002 farm bill. A nd other, minor crops
grown in Montana (e.g., chickpeas, dry peas, and lentils)
are now eligible for the marketing assistance loan
programs, giving producers o f these com m odities a price
support mechanism.
A new feature o f the 2002 farm bill is the counter
cyclical payment program, which provides payments to
producers in the event o f low market prices. Although
Congress has passed emergency payments to producers in
recent years as prices have m oved lower, the counter
cyclical payment program will provide a more formal
mechanism for protecting producers from low prices. For
wheat, producers will receive a counter-cyclical payment
when the market price falls below $3.34 nationally, with
the payment being equal to the difference between $3.34
and the actual market price. W ith current U.S. wheat
prices expected to average $3.80 per bushel for 2002-03,
there will likely be no counter-cyclical payment this year.
However, as wheat prices com e down in com ing years,
producers will likely receive payments from the program.
T h e combination o f direct payments, marketing loans
and counter-cyclical payments will give Montana farmers
enhanced incom e and price support in the years ahead.
From these various programs, producers are guaranteed
$4.10 per bushel for wheat and $1.76 per bushel for
barley. In the case o f wheat, the price guarantee is well
above the average market price o f $3.33, while the barley
price guarantee is slightly below the market average o f
$1.83.Q
Kevin M cNew is an associate professor and extension
marketing specialist in the Department o f Agricultural
Economics and Economics at Montana State University in
Bozeman, Montana.
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P H O T O C O U R T E S Y O F SEM ITO OL.

Manufacturing Experiences
Slight Decline in 2002
by Charles E. Keegan III, Robert Campbell, and Todd A. Morgan

D

espite two years o f declining production and
employment, M ontana’
s manufacturing sector

continues to:
• em ploy about 28,000 workers earning just over $900
million annually,
• produce about $4.5 billion in output annually, and
• account for 20-25 percent o f M ontana’
s econom ic
base.
After substantial declines in 2001— including the loss o f
800 workers— manufacturing employment lost another 400
workers in 2002 (Figure 1). In 2001, the declines were

attributable to the national and global recession, and to
extremely high electricity costs during the first half o f the
year. In 2002, M ontana manufacturers faced an improving,
but still under-performing, U.S. econom y and persistent
global econ om ic woes.
Despite the difficulties o f the last two years, Montana
manufacturing em ploym ent has grown by about 1,300
workers over the past decade (Table 1). A bout half o f the
decreases in manufacturing employment during 2002 were in
the fastest-growing segments, i.e. machinery, equipment, and
instruments, and miscellaneous manufacturing. Together,

Figure 1
Montana Manufacturing Employment, 1992-2002

Table 1
Employment in Montana’
s
Manufacturing Sectors,
1992 and 2002
---- N u m b er o f W ork ers —
1992

2002

Wood, Paper &. Furniture
M iscellaneous Manufacturing*
Machinery, Equip. & Instru.
Printing & Publishing
Food and Kindred Products
Chem icals & A llied Products,
Stone, Clay, Glass
Petroleum & Coal Products
Primary Metals

11,490
3,865
1,700
3,304
2,561

43%
14%
6%
12%
10%

9,836
4,474
3,748
3,371
2,985

35%
16%
13%
12%
11%

1,878
862
1,137

7%
3%
4%

1,929
972
759

7%
3%
3%

TO TA L

26,797

100%

28,075

100%

’M iscellaneous Manufacturing includes mostly light manufac
turing, such as sporting goods, musical instruments, games and
toys, and jewelry.
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Table 2
Labor Income in Montana’
s
Manufacturing Sectors, 1992 and 2002
------M illion 2000 D o lla r s ---1992
2002
Wood, Paper &. Furniture
$400
M iscellaneous Manufacturing*
76
Machinery, Equip. & Instru.
47
Printing & Publishing
74
Food and Kindred Products
76
Chemicals &. Allied Products,
Stone, Clay, Glass
64
Petroleum & Coal Products
57
Primary Metals
58
TOTA L

$852

47%
9%
6%
9%
9%

$327
103
116
86
83

36%
11%
13%
10%
9%

8%
7%
7%

76
73
40

8%
8%
4%

100%

$904

100%

•Miscellaneous Manufacturing includes mostly light manufacturing,
such as sporting goods, musical instruments, games and toys, and
jewelry.
Sources: Bureau o f Business and Econom ic Research, The University
o f Montana-Missoula; Bureau o f Econom ic Analysis, U.S. Department
o f Commerce.

these segments include m uch o f the state’
s high-technology
and electronics producers, as well as an array o f light
manufacturing firms. A lthough these segments showed
declines in 2002, employment in machinery, equipment, and
instruments, and miscellaneous manufacturing increased by
about 2,600 workers during the previous decade.
W hile the recent declines were significant to those
involved, the losses were not as great as expected. A nd there
were som e bright spots during the past year:
• Jore Manufacturing was purchased out o f bankruptcy,
preserving several hundred jobs in the Mission Valley.
• Columbia Falls Aluminum Co. restarted aluminum
refining although recent market conditions caused some
curtailments in March o f 2003.

Outlook

Manufacturers indicate that most declines were related to
poor econom ic conditions, and employment is expected to
rebound with improved national and global econom ic
conditions. Forecasts for the year ahead indicate improving
econom ic conditions, with only a 30 percent chance that the
United States will return to recession. In line with this
thinking, nearly half o f the state’
s larger manufacturers
expect 2003 to be a better year than 2002, while only 10
percent foresee worsening conditions. Unless the national
econom y experiences a severe downturn, Montana’
s
manufacturing sector should begin growing again, though we
expect growth to be very slow because o f the global
econom ic situation.
Manufacturers surveyed in preparation for these seminars
pointed to a number o f other issues important to their future
operation. M ost com m on among these were the cost o f
insurance, including health care and workers’compensation,
and Montana’
s tax structure. □

Table 3
Manufacturing Labor Income Among
Montana Counties, 2090
2000 M an u factu rin g
L abor In co m e
(M illion s o f 2000 D ollars)

P ercen t o f S tate’
s
M an u factu rin g
L abor In co m e

178
153
143
106
44
42
41
40
37
25
14
11
10
10
10
9
69

19%
16%
15%
11%
5%
5%
4%
4%
4%
3%
2%
1%
1%
1%
1%
1%
7%

943

100%

Flathead
Yellowstone
Missoula
Gallatin
Lincoln
Ravalli
Cascade
Lewis and Clark
Lake
Silver Bow
Powell
Park
Richland
Sanders
Broadwater
Stillwater
Remaining 40 Counties
State Total

.

Sources: Bureau o f Business and Econom ic Research, The University
o f Montana-Missoula; Bureau o f Economic Analysis, U.S. Department
o f Commerce.

Charles E. Keegan III is director o f forest industry
research at The University o f Montana-Missoula Bureau o f
Business and Economic Research. Robert Campbell is
director o f UM ’
s Montana Business Connections. Todd A.
Morgan is a Bureau research forester.
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FOREST PRODUCTS

P H O T O BY KURT W ILSO N .

Montana’
s Forest Products Industry
Current Conditions and

2003 Forecast

by Charles E. Keegan III, Todd A. Morgan, Steven R. Shook, Francis G. Wagner, and Keith A. Blatner

Operating Conditions

L

ow prices for lumber and other w ood products
plagued the forest products industry for the third year

in a row during 2002. After beginning the year with a mild
rally, lumber prices dropped steadily and finished below the
lowest levels o f 2001 (Figure 1).
D om estic lumber consum ption continued to be high, as
mortgage rates dipped below 6 percent and stimulated strong
residential construction activity. Despite the strong demand
for lumber and the imposition o f a 27 percent duty on
Canadian softw ood lumber, an excess lumber supply in U.S.
markets kept prices low.
T h e high volum e o f lumber o n the U.S. market was
attributable to a number o f factors:
• poor econ om ic conditions throughout m uch o f the
world,
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• increased w ood products manufacturing capacity
worldwide,
• a som ewhat weaker, but still relatively high-valued
U.S. dollar, and
• increased average mill size and capital intensity, with
higher fixed costs (and often debt) making managers
reluctant to curtail production in periods o f weak
markets.
Large volum es o f lumber imported to the United States
cam e n ot only from Canada, but also from other countries.
Non-Canadian imports o f softw ood lumber in 2002 were
estimated at approximately 1.3 billion board feet, represent
ing an increase o f m ore than 250 percent in just five years.
Com poun din g the supply problem was a continued decline in

FOREST PRODUCTS

Figure 1
Nationwide Composite Lumber Prices
Monthly, 1990-2002

Figure 2
Montana Forest Industry Employment,
1 945-2002

Month and Year
Source: Random Lengths Publications.

Canadian and U.S. overseas exports o f softw ood lumber. U.S.
exports in 2002 were estimated at 500 million board feet,
down from 1.2 billion board feet exported in 1997.

Montana Industry Employment,
Sales, and Production

Source: Bureau o f Econom ic Analysis, U.S. Department o f Com 
merce; Bureau o f Business and Econom ic Research, The University o f
Montana-Missoula.

Figure 3
Sales Value of Montana's
Wood and Paper Products,
1945-2002

Despite low w ood products prices, production increased
very slightly in Montana and employment was near 2001
levels o f 9,900 workers (Figure 2). Estimated total sales value
o f the state’
s primary w ood and paper products in 2002 was
$940 million, dow n about $10 million from 2001 (Figure 3).
Montana’
s estimated lumber production was 1.11 billion
board feet in 2002, up from 1.08 billion board feet in 2001
(Figure 4). Estimated timber harvest volumes also increased
slightly from 2001 to 2002 (Figures 5 and 6).

Outlook

Markets should be slightly better in 2003, with increases
in the repair and remodel markets expected to offset small
declines in housing starts (Random Lengths, Yardsticks
Volume 12, Issue 11, 2002). There also may be a slight
improvement in international lumber and housing markets.
However, the announced closure o f the Libby plywood plant
means w ood products employment in Montana will likely
decline by several hundred workers in 2003.

Source: American Plywood Association; Bureau o f Business and Economic
Research, The University o f Montana-Missoula; Western W ood Products
Association.
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Figure 4
Montana Lumber and Plywood Production,
1945-2002

Source: American Plywood Association; Bureau o f Business and Econom ic
Research, The University o f Montana-Missoula; Western W ood Products
Association.

O u r survey o f key industry executives, conducted as part
o f the annual econ om ic outlook, indicates that 40 percent
o f M ontana mill operators expect 2003 to be a better year
than 2002. O nly 20 percent o f managers expect a worse year
in 2003. H alf o f the managers surveyed expect increased
profits, although just 25 percent expect higher prices for
their products. Forty percent o f mill managers predict
increased production and sales in 2003.
M ore than 80 percent o f mill operators indicated that the
general market condition will be a major issue affecting their
plants in 2003 (Canadian and/or international com petition
was m entioned specifically by 60 percent o f respondents).
A bout 60 percent listed limited timber availability as a
future issue. O ther issues facing mill managers in 2003
include increased health insurance costs and a lack o f

Figure 5
Montana National Forest Timber
Cut and Sold Volumes, 1989-2002

Source: USDA Forest Service Region One, Missoula, Montana.

Figure 6
Montana Timber Harvested by Ownership,
1945-2002

qualified workers, according to the survey.Q
Charles E. Keegan 111is director o f forest industry research
at The University o f Montana-Missoula Bureau o f Business
and Econom ic Research; Todd A. Morgan is a research forester
at the Bureau; Steven R. Shook is assistant professor o f forest
products marketing at the University o f Idaho, M oscow; Francis
G. Wagner is professor o f forest products at the University
o f Idaho, M oscow; Keith A. Blatner is a professor in the
Department o f Natural Resource Sciences at Washington
State University, Pullman. The annual analysis o f Montana’
s
forest products industry is a product o f the Inland Northwest
Forest Products Research Consortium.
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Source: Bureau o f Business and Econom ic Research, The University o f
Montana-Missoula; USDA Forest Service Region One, Missoula, Montana.
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